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Fi)reign Grants and Credits in 1954

G‘RANT ond credit programs= of the United Staies Gor-
ernment {urnishad {urgign countvies with $4.7 billion in
1954, n decline of over & fourth from the preceding yoar's
totol of §6.4 hillion. The desrease was distributed propors
tionntaly between militery supplies and services oncd other
yypes with military assistance comprising nbout two-thirds
o%ptiu total in both yesrs. The figures represent net deliv-
eries (of goods or services) ond cosh payments by TInited
States Government agencies. ] ] ]

The $4.7-billion nat grant and eredit assigtance in 1BE4
brought the total of net transfers abroad by the Upited
States Government sinee V—J Day to $40 billion, not count-
ing vur investment of $3.4 billion in the International Bonk
for Roconstruction and Development and the International
Monotacy Fund,

Gross shiptnents and rpash disbursements from J
through December 1954 were at an annunl rate of $4.8 bil-
lion, 4 rats sxeesding the new authorisations for the current
fiscal year pmvide&lﬁy the Congress. The backlog of foreign
aggistance appropriated but yet to be delivered, which
had stood at $15.9 billion after the new authorizatione
for the current fiscal year ware coected, wos lowered
correspondingly. ) . ] o

Grants of military supplies and services, including the
conbribution to the multilabersl construction program of the
North Atlantie Trenty Orgonization, have doclined since the
firsi half of 1953 and amounted to §3.2 billign in 1954,
declining trend was temporacily veversed in the June 1954
guorter when inecrensed shipmiertz to Indochinn brought
military assistanecs to over §1 billion. Following the sessa-
tion of hostilitice in Southeast Arig in July the declining
trond was resurned and rili asgistance transfers in the
fina! quarter of 1954 ware leas than hali the rate of the first
half of 1953, Nevertholess, 1854 deliveries were greater
than in sny postwar axcopt 1953,

Not transfers of other gronts ond credite were at a posi-
war sntun] low of less than $1X billion in 1934, despite an
uypturn in the finnl quarter. Thesa "nonmilitary” ﬁtﬂ
and cradits oncompass al) relief, development, and technical

_cooperation nesistance, mcludm%)all_ cash transiers o foreign
povernments except the contributions to the multilnternl
construction program of the North Atlentic Trealy Organ-
igation, The lost e included o the "militaay” categor
plong with mititary “haxdwara” and other end-items, an
militory training and similar services. On the other hand,
the “nonmilitary'’ grants reported for 1954 ineluds oash pay-
monts of direct foreea support to France (for Frenoh and
Amociated States of Indoching coste of forees in [udochina)
ood to the Unitad Kingdom (for support of preduction for
mibitary forces).

Short-term credits

The net grant and credit data reported here do not include
the tronsnckions in ghort-tarm foreign asseis of the Umited
Stntes Government which consist mainly of purchases or
gollections of foreign cwirencies or receivables and their
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isposition, Large inovements in these eccounts ean supple-
ment: or offset the net grants and credits otherwise disbursed
by the Government in aid to foreign countries.
After rempining relatively atable in the aagel
totol, and in the inflew and outiow of funds, for seversl
years, thie stability waa altered by two difarent types of
operations in 1954, ) ]
First, under legislative & effective in 1953 in the
rocadure for nequiring and using foreipn currensy fands,
arger shares of ordinary forsign expenditures wers made l]«]f
glramn? on the nooumulated funds, Counterpart fund held-
ings of the Foreign Operations Adminigtration were de-
creased by more than §40 million, principally in the Enropean

Net Grants and Credits
Excluding milikary supplies ond sarvices
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nrea, gither by transfor to the Treasury Department or by
disbursemont {or ta or wredite.  Drespite receipt of large
trnnefera from FOA, the Treasury enk, o5 the prin-
cipgl holder of bolonees other than thoss required g8 current
working funds, was able to decrense its holdings by $05 million
in 1954 through enles to other Government agencice for
current bas.  In particalar, lnrtﬁn decroases wers made in the
holdings of the cuwrrencies of the United Kingdom, France,
Germany, Italy, and the Natbalands.

On the other hand, and exceeding the vge of foreign cur-
rencies agcumulated under praviows aid p s, the Gov-
arpment acceptad $245 oh in such currencies nnd re-
ceivablen from the sale of agricultural commoditiea ahroad.
These E.nd ntl:ir forsign currengi cnulllantiﬂns :lf thaﬂfﬂn::ﬂm—
ment dwng the year apgreon ¢ equivnlant of nearly
$400 million, of which $300 million worth were wtilized in
the course of the Government’s overscas operstions. The
nei increnas of short-term nssats of the United States Gov-
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arnment, or net outflow of ital, thus approachad $100
million t;it 1054, ol s

Farm products sales

The agriculiural commodities wers sold for foreign curran-
cies under authority of aeciion 650 of the Muiual Security
Act of 1951, under section 402 of the Mutual Seeurity Act of
1954, and under tha charter of tha Commodity Credit Cor-
poration. Although most of the
provide grants eredits to foreign couvatries, the amounts
gre not incorporetad in the grant and eredit totals presantad

in this article until the foreign ourrencies are expended.

From the foreign procesds of agvieultural commod-
ity seles totaling $253 mi in the last guarter of 1953 ood
in 1954, about ¥38 million wasz used to provide ts undex
the mutugal security program and $7 million for military
eonstyuction in Spain. Table 1 shows the rate of accumuia-
tion and the phic distritution of the ramaining $207
million the Umted States Govarnment temporarily advaneed
by aﬂuad?ung such currencies o= payment for zgriculiaral
commodibies

Buch short-term ocredic outflows by the United -States
Goverament are likely to continue this and naxt Jear. The
Agricuttural Trode Deavealopment and Asgiztancs Act of 1954
erented 4 new 3-year progrom to expand further the exnort
of surplus agricult commodities on s foreign ourren
sale basia. Some part of this foreign currency will be used in
efforie to incrspse consumption of icultnral produets
nbroad, and to financs other United Stotes (overnment
sotivities such as the import of strategio matevinls and the
construotion of housing for United Staies military personnel
sbroad. A significant part will be uzed o provide additional
cradits to foreipn countries. Until the foreign currency pro-
ceads are nsed, the outilow of United Siates Government
short-term capital will continue at a significant rete and thue
supplement other form%: agsistance.

Ag can be seen in table 1, the United States Government
short-term capital outflow In 1954 from the l aale of
farm products was concentrated in Western Europe #nd in
Jopan. In Ipbx;ﬁnituda, it about balnnoed the past year's
decline in United States Government assistancs (exclusive of
military sup und gervices) o thege countries which epm-
prige most of the “economi devaloped” or indusicialized
gountries of the world.

Western European assistence off

Omitting the outflow of shori-term funds, Government
“nonmilitary” assistance e the relatively industrialized
eeuntries declined nﬁdly during the past six years, s the
secompanying chart shows. In conteast, the rest of the warld
roceived on balnoce relotively constont ammuel tranefers
nnder t and eredit pmﬁrsms through 1954, The trends
for 1953 and 1054 are detailed in table 2 for 2]l major coun-
trigs, regrouped into the applicable areas eatnblished by the
Mutunl Security Aot of 1054, '

Luost yenr’s decline in United States sssistance to Eurepe
waa morked io military grante aleo. The decrense of $1.1
billion in_werldwide militnry transfsrs wns coneentrated in
Western Burope (excluding Greece and Turkey}, while the
vilue of military delivarics to other arens was unchanged from
1953. Weatern Europe still reccived nearly two.thivds of the
tatal pet military assistance lest yeor.

Ordnance transfers large

Transfera of ordnance equipment nod.-stores, althouwgh re-
duced one-third from 1953 to 1954 contioued to represent the
largest category-—80 percont—of the military end-iteme de-
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livared abroad in 1954 under the mutugl security militory
program.

ipments of aireraft and epares and squipment—oumy-
latively the second largest cotegory of mo security mili-
tory assistance—decreased by ong-half in 1854 to about o
third of o billion dollars. About 1,100 planes wera dalivered
to foreign nations in 1254, compored with 2,400 in the pre-
onding year. )

Trenstars of naval craft undar the matual sscurity program
were tworthirds greater than in 1953 and there was & corre-
sponding incrense in the volue of the ships and other vossel
aqnipment. The vessels treosferred in 10584 repreamted, for
the most purt, new u:l];andit-ums of approprinted funds. In
prior periods about half of the veasels ransferred ropresented

Table L—Change in United Stotey Governoaent short-terpn aesots
abrvad oequuived theoogh the sebe of agricolam] comanddil bes
[Milliona of dollars]
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cha inst the legislative limitations on the use of axesss
abocﬁa am of t.tl:fl vessels tronsferred from excess stacks
&s mutual security grants from 1951 through. 1953 had al-
ready bean in the ouatody of the fo governments under

the lend-leass pro ans] were simultancously returned to
tha United States Government, os required by the lend-lease

Jaw, and retransferred. The net military pranta shown in
table 2 ars adjusted 20 as to eliminate the sfect of these Jend-
lenge ond moutoal security tronsfers.

Other military grants in 1954 included the tramsfers of
vessels to Turkey (#21 million), Italy ($11 million), nnd
Chinn ($0 million} outside of the mutual security progrom.
This was considerably lesa than simélar transfers in 1953
which bnd besn volued at $174 million. These were made
undar specific suthorization sets of the Bighty-second snd
Eighty-thivd Ceongreszes which allowed the tronefers with
expectations of return of the vessel at some future time,

Joint construction contributions

The military assistance to Burope shown for last year in
table 2 includes $69 million the United States Governmaent
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sontributed to the multilaternl construction T}arugmm de-
gigned_to provide supporting Incilities for NATO operations
fincluding Greece and Turkey}! In 1853, the United
States payments wers somewhnt lurger. The United States
hrs nh'gﬁj' disborsed one-thivd of total sontribution of
£720 million suthorized by 2sa in Aupust 1054.

The United States centribution will constitute ahout 38
percent of the jeintly financed construcltion p
upon by all NATO countries, which totala near

Offshore deliveries increase

The temporary incrense in milita
June quorter—angd their subsequent
shipmenta frorn the Unitad States, from Canadn, and from
United States stocks sbroad. Deliveries from the produc-
tion of ofher countries undar offishore procuremsnt contracts
were over 40 pergent larger than in 1083. The “offshore”
deliveries were comparstively stabla throughout 1954, con-
stitubing one-fifth of the annuval molitery transfars, or in
axcess of half a billion dollars.

About holf of [ast year’s deliveries were from France,
That country had received about 40 perceni of the fotal
$2% hillion 10 offshore orders piuced from 1952 through
15564, Almost half of the smount of contracts ploced m
Fronce have bean delivered. In the remaining couniries
nbout 27 percent of the contracts pleced were delivered
through 1954. ) ) ) :

United Séntes orders in Franes in 1952 end 1953 included
ebout $400 million under specinl programa designed to give
nssistance to that counéty tlwough procursment of military
wnd-items for use by ¥rench forces, including the treops in
Indochine. End-item deliveries under these ?le Pro-
grams appreximeated $15¢ million m 1964, T o large
exient these orders repressuted contrects previously placed
by the French (Government, but assumed by the United
States Government, ,

$2 hillion.

delivaries in the
ecline—occurred in

Direct forces support paymenis

Throughowt 1954, Franee also received a lnrpe ahare of

grants and crediis other than these in the ferm of militory
etid-itorms.  Although deliveries of general econcmic assisé-
enee (defense support} undar the mutueal security program
decreased by after the firsk quarter of 1954, payment of
tlivect forces support funde more than compensaied for this
deeline, mointeining the anaual not grants and eredita ot o
quarter billion dollars. Divect forees support disbursements
to France rapating $321 million for the year 28 b whole,
were provided from the $745 million mads available by Con-
eress and Presidentinl transfers to belp defray French and
Aeaocinted States costs in Indochmn in eelendor year 1054,
Poyments of $36 million In the first half ware followed by
$136 million in the September quarter and $89 million in the

. finol quortar, In tha first querter 1955, aver 5100 million

more wis (isbursed for this purpose.

Prapee dvew only nomineslly on losns in 1954, comparad
with lopne agpregating $129 million in 1052. Moreover, tha
lorge dollar receipte from Uniied States grants ond railitary
exponditures o it possible for France to increase the
already large repnyments of loons to nemly $200 million in
1854,  French repsyments thus constituted 40 parcent of
tha worldwide prineipal eolloctions of hall & billion dollars on
the Dnited Btates putstanding foreign credits. The Freneh
repeyments included liquidation both of the 1552 Export-
Import Bauk loan dus in 1054 nad of the 1952 loan which
wes not due for finel repayment until Jumne 1955, Other

| Thia Howi = brogbod o tho bolincsof-poyments computotiane slang with ctber milbary
w% expaviitones oa 1 ponchas of mevicos ailhar thaw o grant fee Bonvay, Aimpust
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French annual principal repayinents comprised the 508 mil-
lion on immediate postwar crediie ond $27 million on the
1952-53 cotten evedit. '

Sterling grants to United Kingdom

Wet tronsfors of gronts snd credits (other then militery
i]ﬁ lies) bo tha Unitad Emiggdom totaled £111 million, about
of the amonnt dighu during 1953. Paymentis of pre-
Yiuuslﬂ' nff ed dafense suppmt lg;ualts '1""1’1;’“‘1 by more
than ﬁtﬂr the first quarter of last year, Paymonis for
direct. forces support in eterling procesds from agrieuliaral
commodity sales bagan in the June quarter with $15 million,
arg wore followed disburzements of $10 million and $9
million in the sne ing twa guorters.  Dishursements from
ot $85-million approprintion for fiscal year 1854 for financial
nszigtanes for the monufrsturing of airersft began m Sep-
tambar 1954 with 2 payment of $5 million and continued with
$20 million in the last quarter of the year,

United Eingdom principal repayments oo the $3%-billion
loan ond on surplus properéy ond war-account settlements
wara unchaoged in the last year. Losn disbursements for
the development of resources in British ovorssaa territories
e the United Kingd ) chaser of

ugh the Unite om wns & large purchaser o
the surplus ngricidtural commodities sold for foreign surren-
cieg, disbursement, of the sterling procecds for the grants cited
ebove lelt only $6 million in balonces at the end of 2954,
most of which was reserved for dovelopment pesiatance sned
tachnical cooperstion in the British Afriean overscas fecti-
tories,

Other Eurepe

Compenenting for the decline in transfers of mutunl
security progrom nonmilitery granta to Yugoslevia, that
country received one-fifth of the surplus ngricultural com-
modities sold for foreign curvencies in 1954. {Se¢ tabls 1),
These shipments considerably alleviated the difficulties in
the Yugoslov balance of payments end foreign exchange
gitvation and nlso maei the emergency created by ihroe
ehort crops in the lzst five years in that country, A good |

t of the $48 million in dinar which the United States
vernment held at the year snd will ba spont for gronts or
credits in Yugoslavia in 1955,

Arctual deliveries from the vecent p of nesigtance to

Spsain did not ranch mujlﬁ' Proportions durindg the last ¥‘w

in also Eumhmd 8 large amount of food products from
the United States Government for tas, ensing its bolance
of payments by $28 million (not) in 1954

Coal and Steel Community loan

Lato in 1854, the High Anthority of the Exropean Coal
and Steel Community drew 58 million from the $100-
million credit esiablished undem: the mudual socurity progrom.
These drawings will be used to construet and modernize
power stations at pithends, to develop other facilities for
mors efficient production of coal and coke, and to expand
iron-ora mlmug Tha loan is to be repaid over 22 Years
beginning in 1958, with interest at 8% percent atarting this

201,

7 Flsewhete in Western Ewrope the general deerasse in
United Stotes Government nssistance conéinued throughout
1954 with faw oxeeptions. Portugal waa the only country
in Western Europe to recoive move funds in the lnst year
($12 million, net) thon in each of the preceding two yemrs,
a5 drawings were mada on the loan to construst the railway
link northwast through Mozambigue to Southern Rhodesia.

Grants to Germany, although unchonged from the pre-

eoding wear on an oonual hasis, were né & musch Iower rate



12

sfter the March 1954 quorier. They represented scomomic
nesigtance for West Berlin and ehipmeats of surpius fond
products made ovailable $o Amercan privete voluntory
relief organizations for distribution abroad. The declining
rate of mutual security program economic gssistance pay-
ments to Italy was portizlly offset in the December 1954
quarter by Government financed donetions of ngrisultural
goods distributed by private American relief organizations,

Japanese draw on cotton credits

Jepen led all other countries in the volume of new loan
dishursementa in 1954. Owver 380 million wos disbursed by
commervial nt benks of the Bxport-Import Bank,
Although no TInited States Government funds were nctunlly
expended, the Government assumes the risks of these credits.
During &te yesr &he Jupamess repaid $39 million drawn
directly irom the Export-Import Bank in the preceding
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year. The Japoncas loana were all extended to finance the
purchass of aotton for processins by Fepanese mills.

Jupun waa also the principal purchaser of United States
agricultursl commodities under the wtn of sales for
foreign eurrenpies, paying over $48 million n yen in 1954,
Thea Japanese ourrency will be mosily to pay for off-
ghore procurcinent conirtcts under the mutwal eeeurity
reilitary sssistance progrom.

Technical assistance expands

Egonomic and technical assisfance gronta te arens other
than Europa and ';Lg}mn—-mmnlr the economically under-
developed areas—declined hy $127 million or a net deliver
bosis from 1953 to 1964 is decrease was not genecsl,
hut was eoncentrated in Pekiston aod Koren. -

Much of the dedins reflected complation [ate in 1953 of o
$67-million program 30 supply wheat for relief after & ssvers
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drought in Pakisten, A reduetion in assistance to Kores
zesultted fram the withdrawal of the Army Department relief

ogram $nd decrensed eosh paymeonts to the United Nations
Eomnn Eeconatruction Agency. Tmplementation of the new
muttual security p wea delayed uniil laie i 1954,
Orders for poods ued at about & quarter of & billion
doilars are echeduled to be placved in the firgt 6 months of

1965,

Other declines occurred in paymenta of economic grants
: ?{ﬂ defense support in Greece, China (Formesa), and the

ippines.

A gggmiﬂion ent to Vietnam wos mede in Decomber
to be used for relief and rescttlement of the refupecs whe
Lad iled from the northern port of the country, now under
Communiat control.

The trend of technical assistance payments varied emong
eounbries -but tggmrally increased, rafleeting the changes in
emphasis of mutual seourity progrom ollotments for
recent fiscal yeers. This incressing trend wna true on o lorger
scale in Iran ond Israel snd on o lesser scale in almost all
the othar eountries from Libya enst fo Iraq, o= well a2 in the
American Republics.

Development credits continue

Devalopment credits, prineipelly placed through ihe Ex-
ort-import Bank, continued to pley an importent pars in
nited States foreign lending. Disbursements continved on
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the loans for mining expansion in the Union of South Africe
and Australia, Incressed peymenta were made {0 Indonesin
on several traopsportation and communication development

projects. o

. éxport—lmpnrt Bank credites are the pringipal methed of
extending development pid to tha American Repoblics, TUse
of these credits wos expanded in 1854 in Brozit and Mexico
and in soine other countriss. A special situation exsted in
1953 with tha disbursement of $300 million to Brazil on an
Expori-Import Bonk loon to consolidate and liquidate peat-
dus dollsr agcounts with American exporters,

Postwar credit recovery $4.5 billion

Almozt $11.8 billion of postwar pssistance wes extended
on & repayuble besie. Further, sments were mads by
foreign governments to repay Szﬁﬂ]iun in whola or part
gattlement for assistance previously received or in the
Em_ewa of being received on an indeterminate repoyment

egie, On these §$14.1 billion ¥n postwar gross eredit utiliza-
tivos, and on $6.3 hillion outstending on V-F Day, the
Ulnited States Government han since received $3.2 billion in
l:::m:ipal repayments tnd $1.3 billion in interest. In the

t year the annuel principal collections for the first time
exceeded half o billion dellars and, alse for the first time,
exeeaded the i&m‘a new cradit niilizations (by $116 million}.

Interest collections for 1964 were 5271 million or sbout
2.3 percent of the $11.8 billion outstanding ot the year sad.

Service ﬂh Credits Scheduled for Next 6 Y_ears '

Tan United Statea Government is scheduled to collect more
then 84 billion principal and inderest on thia indehbtednesa
during the six-year peried ending in 18060, With the exeoption
of pzpmanta required on two special-typa loans, collections
ren close to $626 million per yenr—those for principal rising
from around $350 million to $400 millior & year and intersat
declining from about $265 million to $220 miflion,

Payments of principal on the two loans not included above
are (1) 38C million due from Japon in 1955 on aceount of
short-term fdvances mada in 1854 by the Expurﬁnlmﬂurt
Bonk for the purchess of ecotion aand 52 gilver bullion
carried at b Yoan value of $283 million, lend-lensed to severa
countries during the war under agreements requiring return
of like quantity and quality on or befors 1957, There i no
nterest on the silver but interest of $25¢4,000 is due in 1955
on tho Japaneae loan.,

Seheduled repoyments ore bssed on ements ond

balances putatanding os of Decamber 31, 195¢ (as shown in
table 3), ond of courss do not include sny repaymenta to be
made on eredita disbursed nfter thot date. Differences
between projected and actual repoyments were in recent years
mainly due te repeyments of leans—miostly shori-term—
digbursad after the base date of the projection. Exeept for
the German settlement of §1 hillion {or postwar assistance,
new longer-tertn credits hove oot significently affocted the
brojections.
. The halance still due on the spesial British loan authorized
in 1948 for $8% billion ta 80 nt of total ocut-
standing loans, FPayment of 3119 million & year is requirad
on this credit until the year 2000, mostly for interest mn the
earlier yeors.

Yoans by the Export-Import Bank accounted for n litile
lees than & quarter of the totnl outstanding. France owes
flmoet 51 billion and Brazil close to $450 million; ;-;Fethar
these comprised more then one-half of BIE loans. Bxcuding
the two special-type loans menticned previcusly, payments
of principal due on EIB credits nesount for £5 pereent of the

total in the first yenr of tha six-year period, thereafter declin-
ing to 50 percent in the lasi year.

ents for repnyment for postwar tronefzrs under
lend-lease and other pssistance ains smounted to $2.2
billion nt the end of 1954, including the sattlement of $1
billion with Germeny in 1953 end more than $1 billian dys
%n grngriﬂm agreaments with Firunce, Uoited Kingdom, and

Mutunl szeurity lonns cutstending of $1.7 billion include
#1.4 billion rapresenting economic nid extended ¢ European
countries on 4 credit basis largely in 1448 and 1040. The
terms penerally do not require payment on princips] until
1658 in order (o permit these oations {0 rocover from the of-
feeta of the war aod regain their sconomic strength. Credite
extended to Spain in moro recent years also require initial
poyments in 1958, )

The largeat debiors on thesn loans are the United Kingdom
owing 3385 million and Fronce owing $226 million. Other
mutual security losns include those to Asian countries,
mainly Indin, nod for the development of strategic materials
production nbroad. No projections of principal end incerest
are included an this laker tyzzuf loans becsuse these repay-
ments often depend upon the preduction and delivery of
maierial to this country.

Credits exlended abroad in connection with the disposal
of war swplus pﬁﬁl‘t}" showed balances at the end of 1554
of $1.1 billion i uditzﬁeﬁlqz million for merchont ships.
Payments required on principol of these debis will reach
$44 million by 1960 wherens the interest declines from $24
million to $13 million over the period.

Payments dua on eertnin of the eredits for surplus property
(except merchant shipa) were not projected becanse terms
generally required paﬁmﬂnt- in foraig: currency or property
A3 raquéasted by the United Statea Government.

Of the total indebtedness ovistending December 31, 1954,
almost twa-thirds is in three countries, United Eingdom,

France, and Garmnany,



